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Item  : 

Unit  or  : 
base  : 
period  : 

1964 

1965 

Year  ] 
• 

Mar.  \ 
• 

Dec.  '\ 

Jan.  \ 

Feb.  ; 

Mar. 

Industrial  production  ij  2./  : 

1957-59=100  : 

132 

129 

138 

138 

139 

i4o 

Final  products               ~  : 

do.  : 

132 

129 

137 

138 

138 

139 

Consumer  goods  : 

do.  : 

131 

129 

137 

138 

137 

139 

Autos  : 

do.  : 

151 

152 

183 

183 

179 

194 

Equipment,  including  defense 

do.  : 

132 

129 

138 

138 

139 

140 

Materials  : 

do.  : 

132 

129 

138 

139 

140 

l4l 

Construction:    3/  k/ 
Total  outlays"  ~ 

Mil.  dol. 

66,008 

66,509 

67,311 

66,505 

67,084 

67,865 

Public  construction 

Mil.  dol. 

20,05if 

19,536 

21,127 

20,199 

20,082 

20,231 

Private  residential 

Mil.  dol. 

25,560 

28,123 

26,016 

26,617 

26,996 

27,220 

Housing  starts,  private  only 

Thousands 

1,552 

1,663 

1,646 

1,462 

1,420 

1,5^9 

Mfrs'.  shipments,  oraers  and  inv. :  2/3/ 

Total  shipments 

Mil.  dol. 

37,129 

36,222 

39,318 

38,885 

38,786 

Durable  goods 

Mil.  dol. 

19,231 

18,887 

20,559 

20,415 

20,392 

Unfilled  oi*ders 

Mil.  dol. 

57,044 

50,697 

57,044 

57,317 

58,195 

Inventory  stocks,  book  value  5_/ 

Mil.  dol. 

62,944 

60,326 

62,944 

63,213 

63,3^^7 

Durable  goods 

Mil.  dol. 

38,412 

36,079 

38,412 

38,495 

38,654 

Employment  and  wages:  2/  6/ 

Total  civilian  employment 

Millions 

70.4 

69.8 

71.0 

71.3 

71.3 

71.4 

Nonagr  i  ciiltiiral 

do. 

65.6 

65.2 

66.5 

66.8 

66.7 

66.9 

Unemployment 

do. 

3.9 

4.0 

3.7 

3.6 

3.7 

3.5 

Workweek  in  manufacturing 

Hours 

40.7 

4o.6 

41.2 

41.4 

in. 3 

i^l.5 

Hourly  earnings  in  manvifacturing,  unadj. 

Dollars 

2.53 

2.51 

2.58 

2.59 

2.59 

2.60 

InccMne  and  spending: 

Personal  income  kj 

Bil.  dol. 

491.4 

482.9 

505.9 

510.2 

511.0 

513.5 

Consmer  credit  outstanding  1/  5/ 

Mil.  dol. 

76,810 

68,913 

76,810 

76,145 

75,71^1 

Automobile 

.    Mil.  dol. 

24,521 

22,471 

24,521 

24,57^ 

24,743 

Total  retail  sales  2/  3/ 

Mil.  dol. 

21,802 

21,223 

22,781 

22,900 

23,421 

23,224 

Durable  goods 

Mil .  dol . 

7,093 

6,939 

7,645 

7,855 

8,011 

7,819 

Inventory  st<x:ks,  book  value  5/ 

Mil.  dol. 

29,621 

29,661 

29,621 

30,025 

30,148 

Prices:  6/ 

Wholesale  prices,  all  commodities 

1957-59=100 

100.5 

100.4 

100.7 

101.0 

101.2 

101.3 

Commodities  other  than  farm  and  food 

do. 

101.2 

101,1 

101.8 

101.9 

101.9 

102.0 

Farm  products 

:  do. 

•  9^.3 

95.2 

92.7 

93.0 

9^.5 

95.5 

Foods  processed 

:  do. 

'  101.0 

100.5 

100.8 

102.2 

102.1 

101.8 

Cons-umer  price  index,  all  items 

:  do. 

:  108.1 

107.7 

108.8 

108.9 

108.9 

Food 

:  do. 

5  106.4 

105.7 

106.9 

106.6 

106.6 

Prices  received  by  farmers  7/ 

:  1910-14=100 

:  236 

239 

234 

236 

238 

239 

Crops 

:  do. 

:  2^7 

'-J  1 

24l 

p^4 

'-J  1 

Livestock  and  products 

:  do. 

;  235 

237 

234 

238 

240 

24l 

Prices  paid,  interest,  taxes  and  wage 

rates  7/ 

:  1910-114^100 

=  313 

313 

313 

317 

318 

318 

Family  living  items 

:  do. 

300 

299 

301 

303 

304 

303 

Production  items 

:  do. 

'  270 

272 

270 

272 

273 

273 

Parity  ratio  7/ 

: 

76 

75 

75 

75 

Farm  income  and  marketings:  7/ 

Volvmie  of  farm  marketings 

'  1957-59=100 

\  118 

90 

137 

122 

88 

90 

Cash  receipts  from  farm  marketings 

:    Mil.  dol. 

:  36,748 

2,4l4 

3,585 

3,283 

2,359 

2,500 

Annual  data  for  most  of  these  items  for  years  I929,  194l,  1947  and  1951-64  appear  on  page  35  of  this 
issue  of  The  Demand  and  Price  Situation. 


1/  Federal  Reserve  Board.    2/  Seasonally  adjusted.    3/  U.  S.  Bepartment  of  Conmerce.    4/  Seasonally, 
adjusted  annual  rates.  °^  year  or  month.    6/  U.  S.  Department  of  Labor.    7/  U.  S.  Department  of 

Agriculture . 
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SUMMARY 


y  y  ^ 


The  agricultural  outlook  for  I965  continues  to  be  one  of  generally  stable 
aggregate  income.    Gross  income  realized  from  farming  in  I965  may  exceed  the 
$^2  billion  last  year.    But  higher  costs  of  feed,  livestock,  and  overhead  items 
are  expected  to  increase  expenses  again  in  19^5  a-^d  realized  net  farm  income 
likely  will  hold  around  the  $12.6  billion  of  196^.    Slightly  lower  prices  re- 
ceived by  farmers  in  19^5  are  in  prospect  due  mostly  to  lower  price  suppoii: 
loan  levels  for  grain  and  cotton.    The  lower  grain  and  cotton  prices  will  again 
be  supplemented  with  increased  Government  payments  to  maintain  farm  income. 
With  prospective  increases  in  marketings,  cash  receipts  from  marketings  of  farm 
products  in  19^5  inay  total  about  the  same  as  the  $36.7  billion  in  I964. 

Output  of  farm  products,  particularly  crops,  is  expected  to  increase  in 
1965.    Last  year,  production  held  close  to  the  I963  level  with  gains  in  live- 
stock products  more  than  offset  by  reduced  crop  yields.    Planting  intentions 
for  1965  indicate  increased  acreage  of  soybeans,  potatoes,  grain  sorghums,  and 
dry  beans.    Gains  are  anticipated  in  output  of  beef,  milk,  poultry,  and  eggs 
but  these  may  be  about  offset  by  a  substantial  decrease  from  a  year  earlier  in 
hog  slaughter,  possibly  8  percent. 

Economic  activity  accelerated  during  the  earlier  months  of  19^5 ^  pushing 
the  gross  national  product  to  a  level  more  than  6^  percent  above  a  year  earlier. 
A  sharp  rise  in  auto  output  from  the  fourth  quarter  "^^as  due  in  part  to  a  recov- 
ery from  a  work  stoppage  in  October-November.    Steel  output  also  rose  sharply 
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as  users  accimrolated  inventories  as  a  hedge  against  an  anticipated  strike  this 
spring.    Farther  gains  anticipated  in  business  investment,  output,  enrployment , 
and  income  are  expected  to  raise  the  gross  national  product  for  all  of  I965 
about  6  percent  above  196^1- •    With  rising  employment  and  earnings  and  prospec- 
tive reductions  in  excise  taxes,  consumer  disposable  incomes  will  continue  to 
rise  and  lead  to  further  increases  in  consumer  spending  for  goods  and  services « 

Rising  plant  capacity  and  continued  expansion  in  demand  led  to  industrial 
production  during  the  first  quarter  at  a  level  more  than  8  percent  above  a  year 
earliero    Final  product  prices  have  been  rising  slowly;  cons-umer  prices  during 
the  first  quarter  rose  about  1  percent 'from  a  year  earlier.    Wholesale  prices 
were  up  around  ^  percent;  most  of  the  rise  was  attributed  to  increased  prices 
for  industrial  materials. 

^^^^^^^^ 

Fed  cattle  marketings  this  spring  and  summer  may  be  somewhat  below  year- 
earlier  rates,  but  total  beef  production  for  the  year  is  expected  to  exceed 
that  of  196^^-,    Fed  cattle  prices  averaged  above  $25  per  hundredweight  for 
Choice  steers  in  Chicago  during  April  and  are  likely  to  continue  near  that 
level  this  springe    Pork  production  for  the  year  is  indicated  around  8  percent 
below  1964  and  the  peak  price,  this  summer  may  be  the  highest  since  September 
1958.    Milk  production  is  expected  to  total  around  1  billion  pounds  more  than 
last  yearns  126.6  billion  with  farm  marketings  gaining  more  than  domestic  con- 
sumption.   The  laying  flock  this  fall  is  likely  to  average  smaller  in  size 
than  a  year  earlier  and  egg  production  during  the  fourth  quarter  also  is 
expected  to  total  less  than  in  October-December  1964.    Broiler  production 
during  July-December  is  likely  to  be  higher  and  prices  received  lower  than  a 
year  earlier. 

Wheat  stocks  next  July  1  are  expected  to  be  about  the  same  as  the  O.9 
billion  bushels  a  year  earlier,  and  prospects  are  for  the  I965  crop  to  about 
equal  the  I.3  billion  bushel  1964  crop.    Lower  feed  grain  yields  and  a  reduced 
harvest  in  1964  are  resulting  in  smaller  "free"  supplies  for  the  current  mar- 
keting year;  higher  prices  received  by  farmers;  and,  a  likely  reduction  of 
13  million  tons  in  carryover  stocks  from  the  69  million  tons  on  hand  at  the 
beginning  of  the  marketing  season.    Remaining  supplies  of  soybeans  are  smaller 
than  a  year  earlier,  and  prices  during  April-September  are  expected  to  continue 
well  above  the  year-earlier  level  of  $2.58  per  bushel.    Grower  prices  for  most 
fresh  fruits  this  spring  are  expected  to  remain  below  year-earlier  levels 
partly  because  of  heavier  supplies.    Supplies  of  fresh  and  processed  vege- 
tables this  spring  are  expected  to  be  moderately  smaller  than  a  year  earlier. 
Remaining  storage  stocks  of  old  crop  potatoes  are  smaller  than  a  year  earlier, 
but  larger  spring-crop  supplies  are  in  prospect.    Domestic  use  of  cotton  is  up 
this  year,  but  expoii:  shipments  are  lower  and  total  use  is  running  slightly 
below  year-earlier  levels.    Carryover  stocks  of  upland  cotton  next  August  1 
likely  will  total  more  than  10  percent  above  the  12.1  million  bales  on  hand  a 
year  earlier.    Based  on  March  1  intentions,  prospective  tobacco  acreage  is  down 
aroimd  I5  percent  this  year,  mostly  a  reflection  of  smaller  acreage  allotments. 
But  growers  of  flue -cured  tobacco  will  be  offered,  in  a  special  referendum  in 
May,  an  acreage-poundage  program  as  an  alternative  to  the  present  acreage  con- 
trol program.    If  the  new  program  is  favored  by  growers  in  the  referendum. 
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acreage  of  flue-cured  will  be  larger  than  indicated  in  March,  hut  the  number  of 
pounds  that  can  he  marketed  will  he  limited. 


GE^IERAL  AGRICULTURAL  SITUATION 


'X"X'X" 


Consumer  spending  for  food  this  year  is  expected  to  total  $2  or  $3  hil- 
lion  ahove  last  year's  $80  billion.    This  compares  with  a  $k  billion  rise  last 
year.    Population  is  continuing  to  expand  about  1.^  percent  per  year  and  per- 
sonal disposable  income  per  capita  is  expected  to  continue  gaining  around  h  per- 
cent in  196^.    In  196k y  disposable  income  per  capita  rose  to  $2,2^8,  an  unusual 
gain  of  nearly  6  percent  above  the  year  before.    Much  of  the  increase  in  con- 
sumer use  of  farm  products  is  e:cpected  among  the  crops ,  particularly  for  cotton, 
tobacco,  and  soybean  products,  and  for  fi*uits.    Increases  in  total  consumption 
of  cattle  and  poultry  products  may  be  about  offset  by  reduced  consumption  of 
pork.    Foreign  demands  for  most  products  are  expected  to  continue  near  a  year 
earlier;  smaller  shipments  of  wheat,  cotton,  and  tobacco,  point  to  slightly 
reduced  export  shipments  of  farm  products  in  fiscal  196'^ o 

Crops 


Prospective  plantings  for  19^5  indicate  about  the  same  acreage  as  was 
planted  for  the  196^  crop.    With  average  weather  this  season,  yields 
will  likely  recover  from  last  year's  reduced  level  ana  harvested  acreage  may 
slightly  exceed  that  of  196^.    Hence,  crop  output  is  expected  to  rise  at  least 
to  the  record-high  level  of  19^3  "when  it  was  112  percent  of  the  1957-59  average. 
Planting  intent iojis  in  April  pointed  to  acreage  increases  for  soybeans,  potatoes, 
grain  sorghum,  and  dry  beans.    Acreage  decreases  were  indicated  for  all  major 
types  of  tobacco,  largely  because  of  reductions  in  acreage  allotments.    Gains  in 
crop  output  this  year  likely  will  exceed  growth  in  domestic  and  foreign  ma.r- 
kets,  contributing  to  a  subsequent  general  buildup  in  carryover  stocks  during 
the  1965-66  marketing  year.    Expectations  for  lower  prices  received  for  the  I965 
crop  are  based  in  part  on  increasing  supplies  (such  as  for  soybeans  and 
potatoes),  and  in  part  on  further  reduction  in  loan  levels  (as  for  grains  and 
cotton).    Increased  Government  payments  will  help  maintain  farm  income. 


Stocks  of  feed  grains  and  soybeans  in  all  positions  April  1  were  well 
below  a  year  earlier,  reflecting  lower  yields  for  the  196^  crop,  continued 
high  exports,  and  increased  domestic  consumption  during  the  196^-65  marketing 
year  (table  3) •    Prices  received  by  farmers  for  all  crops  have  been  generally 
increasing  from  the  reduced  levels  of  last  August.    Even  so,  prices  received  by 
farmers  for  crops  were  3  percent  lower  than  a  year  earlier  during  the  first 
quarter  of  1965*    Much  of  the  price  decrease  "^-Tas  explained  by  lower  loan  levels 
than  a  year  earlier  for  wheat  and  cotton.    Increased  Government  payments  are 
helping  to  maintain  farm  income. 

Generally  smaller  carryover  stocks  of  major  farm  commodities  are  expected 
at  the  close  of  the  196^-65  marketing  season  than  a  year  earlier.  Decreases 
indicated  for  feed  grains  and  soybeans  more  than  offset  prospective  gains 
for  cotton  and  tobacco.    Stocks  of  upland  cotton  next  August  1  are  expected  to 
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Table  3. — Stocks  of  grains,  April  1,  I965  with  comparisons 


Grain  and  position 

April  1, 
1963 

:      April  1, 
:  196^1- 

:      April  1, 
:  1965 

Mil.  bu. 

Ml.  bu. 

Mil.  bu. 

WHEAT 

On  farms  l/ 
Off  farms  2/ 
Totals 

!  195.0 
1,309.1 

:  1,50^.1 

153.^ 
1,052.2 
1,205.6 

26^.2 
881.8 
1,1^6.1 

CORl^ 

On  farms  l/ 
Off  farms  2/ 
Totals 

1,99T»T 
:  1,039.6 
3,037.^ 

2,292.1 
1,009.7 
3,301.8 

1,897.1 
938.9 
2,836.0 

OATS 

On  farms  l/ 
Off  fams  2/ 
Totals 

!  h26.9 
\  61.5 

Mf5.3 
71.7 
517.1 

If  02. 7 
70.6 

^73.^ 

BARLEY 

On  farms  l/ 
Off  fams  2/ 
Totals 

\  130.9 
:  102,9 
:  233.8 

131.6 
101.8 
233.^ 

107.2 
97.8 
205.0 

GRAIN  SORGHUM 
On  fams  l/ 
Off  fams  2/ 

i  101.3 
:  725.3 

111.0 

730.3 

98.7 
670.il. 

SOYBEANS 
On  fams  l/ 
Off  fams  2/ 
Totals 

:  135.0 
:  207.5 
:  3^2.5 

191. h 
185.8 
377.2 

97.8 

3^6.9 

1/  Estimates  of  the  Crop  Reporting  Board. 

2/  Including  grain  owned  by  Commodity  Credit  Corporation. 


*    Totals  from  unrounded  data. 
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total  13. ij-  million  bales  compared  \T±th  12.1  million  a  year  earlier.  Wheat 
stocks  next  July  are  expected  to  total  about  the  same  as  the  9OO  million 
"bushels  a  year  earlier. 

Livestock  and  Products 

Production  of  livestock  and  products  in  1964  totaled  around  3  percent 
above  the  year  before,  but  little  further  increase  is  in  prospect  for  I965. 
Gains  anticipated  for  cattle  and  poultry  products  are  likely  to  be  about  off- 
set by  an  8  percent  reduction  in  hog  slaughter.    With  continued  expansion  in 
the  domestic  market,  the  level  of  prices  received  for  livestock  and  products 
during  I965  is  expected  to  rise  above  196^;  most  of  the  gain  is  likely  to  arise 
from  higher  hog  prices.    Fed  cattle  and  lamb  prices  \j±ll  also  contribute  to  the 
increase. 

Total  red  meat  production  during  the  first  quarter  was  below  year-earlier 
levels,  with  beef  and  veal  slightly  higher,  lamb  and  mutton  slightly  lower,  and 
pork  down  sharply.    During  I963  and  19^4,  pork  production  was  relatively  high 
and  prices  received  by  farmers  were  relatively  low;  this  year  farmers  are 
cutting  back  on  hog  production o    The  number  of  hogs  and  pigs  on  farms  in  10 
Com  Belt  States  on  March  1  was  8  percent  below  a  year  earlier  and  10  percent 
below  2  years  earlier^    The  December-February  pig  crop  in  the  10  States  was 
estimated  8  percent  below  a  year  earlier  and  intentions  are  to  breed  8  percent 
fewer  sows  than  a  year  earlier  for  farrowing  during  March -August .    Prices  re- 
ceived for  hogs  were  12  percent  higher  during  the  first  quarter  than  a  year 
earlier,  and  are  expected  to  continue  well  above  a  year  earlier  through  1965. 

Beef  production  diiring  January-February  was  3  percent  above  a  year  ear- 
lier.   Free  supplies  of  grain  are  below  a  year  earlier  but  the  outlook  for  a 
good  forage  supply  is  favorable  through  spring  and  summer.    Milk  production 
(daily  average)  during  the  first  quarter  of  this  year  was  1^  percent  above  a 
year  earlier  and  is  expected  to  total  about  1  percent  higher  for  the  year. 
During  ISSk,  increased  demand  for  milk  products,  particularly  in  Westem 
Europe,  stepped  up  commercial  exports  sharply  and  resulted  in  higher  prices 
received  by  farmers.    This  year,  with  increased  production  and  reduced  exports, 
prices  received  for  milk  are  likely  to  average  about  the  same  as  in  1^6h  despite 
a  boost  in  the  manufactixring  milk  support  price.    The  support  price  was  in- 
creased on  April  1  to  $3o24  per  hundredweight,  9  cents  above  a  year  earlier, 
as  required  by  law. 

Prices  Paid  by  Farmers 

Prices  paid  by  farmers,  including  interest,  taxes  and  wage  rates,  during 
the  first  quarter  were  318  percent  of  the  1910-l4  average,  up  l|  percent  from 
a  year  earlier.    Little  further  rise  is  in  prospect  for  the  remainder  of  I965. 
With  prices  paid  running  higher  than  a  year  earlier,  and  prices  received  a 
little  lower,  the  cost-price,  squeeze  will  be  tighter  than  in  196h,  when  the 
parity  ratio  was  75  percent  of  its  1910-1^*-  average.    But  Government  payments  to 
farmers  are  expected  to  total  around  6^  percent  of  cash  receipts  from  marketings 
in  1965,  up  slightly  from  a  year  ago  and  up  sharply  from  levels  below  1  percent 
during  19^8-55  (see  chart). 
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GOVERNMENT  PAYMENTS  TO  FARMERS* 

%  OF  CASH  RECEIPTS  FROM  MARKETINGS 


1940 


1950 


1960 


♦  DIHeCT  fAYHEHTS  SUCH  AS  COMSeHVATIOM,  SOIL  BANK.  FEED  CHAIN  AMD  WHEAT  PKOGRAMS.  BUT 
EXCLUDES  WAKTIME  PKODUCTIOH  SUBSIDY  FAVMEMTS  OH  DAIItY  PRODUCTS  AMD  MEAT  AHIMALS. 


U.  S.  DEPARTMENT  OF  AGRICULTURE 


NEC.  ERS  3595-65  (4)     ECONOMIC  RESEARCH  SERVICE 


A  slight  gain  in  prices  paid  for  production  items  this  year  is  stemming 
from  higher  prices  paid  for  livestock,  vehicles,  and  machinery.    Interest  and 
taxes  are  up  and  wage  rates  likely  will  continue  to  ii.se.    Farm  wage  rates  in 
April  were  k-  percent  ahove  a  year  earlier.    Prices  paid  for  family  living 
during  the  first  quarter  were  more  than  1  percent  above  the  196^  level. 

Machinery  and  Equipment  Purchases 

Farmers'  purchases  of  tractors  and  other  fann  machinery  and  equipment 
have  "been  rising  steadily  duiing  the  cixrrent  "business  expansion.    With  pros- 
pects for  a  further  rise  in  general  business  activity  and  continued  stability 
in  realized  net  farm  income,  new  investments  are  expected  to  continue  rising 
during  1965*    From  I92O  forward,  the  only  other  periods  of  similarly  sustained 
increases  in  farmers'  purchases  of  tractors,  machinery,  and  equipment  occurred 
during  recovery  from  the  depression  (193^-37)  and  again  during  recovery  from 
the  pent-up  demands  of  World  War  II  (l9i^-7-5l) .    These  two  earlier  periods  of 
sustained  purchases  can  be  explained  as  recovery  from  restilctions  on  purchases 
which  were  outside  the  control  of  individual  farmers.    The  present  buildup  is 
evidently  based  on  growish  and  optimism  on  both  the  supply  side  and  the  demand 
side  of  the  tractor,  machinery,  and  equipment  market.    Innovation,  including  a 
continuing  trend  to  bigger  and  more  powerful  machines  meeting  the  needs  of 
larger  fams,  has  helped  to  expand  the  market. 
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Prices  paid  by  farmers  for  tractors  and  other  machinery  and  equipment  are 
continuing  their  long-term  uptrend.    This  trend  was  relatively  strong  duiing 
the  postwar  period,  running  around  2^  percent  per  year  for  motor  vehicles  and 
for  farm  machinery,  for  the  last  decade »    Ihe  quantities  of  farm  tractors, 
machinery,  and  equipment  moving  through  the  market,  however,  declined  somewhat 
through  the  decade  of  the  1950's,    Quantities  purchased  have  risen  sharply  so 
far  during  the  1960's, 


FACTORS  AFFECTING  THE  DEMATO 
FOR  FARM  PRODUCTS 


Several  crosscurrents  pervaded  an  unusually  sharp  expansion  of  economic 
activity  in  the  first  quarter.    Gross  national  product  rose  about  $15  billion, 
anniaal  rate,  from  the  previous  quarter,  one  of  the  sharpest  quarterly  advances 
on  record.    Cons-umer  incomes  were  boosted  by  increased  employment  and  earnings, 
and  spending  increased  faster  than  income.    Large  gains  in  consumer  outlays  for 
durable  goods  reflected  in  large  part  a  recovery  from  the  auto  strikes  of  the 
previous  quarter.    Extraordinary  forces  in  the  business  sector  played  a  large 
role  in  the  January-March  advance,  contributing  at  least  one -third  of  the  gain. 
Recent  work  stoppages  in  the  automotive  industiy  and  the  possibility  of  a  steel 
strike  resulted  in  a  bunching  of  output  gains  in  the  first  quarter.    An  abnor- 
ma3J-y  large  rate  of  inventory  accumulation  probably  borrowed  from  future  steel 
output,  indicating  slower  growth  in  the  coming  months  as  enlarged  stocks  are 
drawn  down. 

Income  and  Expenditures 

Personal  income  increased  to  an  annual  rate  of  $512  billion  in  the  first 
quarter,  up  about  2  percent  from  the  previous  quarter  and  6  percent  from  a  year 
earlier.    Wage  and  salary  disbursements,  which  constitute  about  68  percent  of 
personal  income,  were  up  7  percent  in  January -March  from  a  year  earlier.  Other 
forms  of  consumer  income — dividends,  business  and  professional  income,  and 
interest  income — were  also  ahead  of  196^  levels. 

Some  of  the  increased  flow  of  income  was  required  for  personal  tax  pay- 
ments.   However,  disposable  income  rose  to  a  $^^9  billion  annual  rate,  7  per- 
cent above  a  year  earlier.    Short  supplies  of  automobiles  in  October-December 
196^  resulted  in  "unplanned"  increases  in  consumer  savings.    The  savings  rate, 
at  8.0  percent  in  the  fourth  quarter,  was  slightly  higher  than  in  the  quarter 
immediately  following  last  year's  tax  cut.    Some  of  these  savings  apparently 
were  spent  in  the  first  quarter  when  the  rate  of  saving  dropped  to  6.8  percent 
of  disposable  personal  income. 

Consumer  Spending  Up  Sharply 

With  a  buildup  of  purchasing  power,  and  with  ready  availability  of  credit, 
consumption  expenditures  shot  up  nearly  $12  billion  from  the  previous  quarter  to 
a  $^18  billion  annual  rate.    The  rise  in  spending  for  durables  was  from  auto- 
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mobiles,  selling  at  a  phenomenal  rate  throughout  the  first  quarter.  Spending 
for  other  durables  was  about  the  same  as  in  the  previous  quarter.    Among  non- 
durable goods:    Spending  for  food  and  beverages  in  the  first  quarter  was  about 
6  percent  above  the  first  quarter  of  196^;  apparel  outlays  were  10  percent 
higher;  and,  spending  for  other  nondurables  was  up  6  percent. 

Outlays  for  services  continued  to  rise;  expenditures  for  household  opera- 
tion, medical  care,  and  the  rental  costs  of  housing  led  the  secular  rise  in 
expenditures  for  seirvices.    Consumer  spending  for  most  other  types  of  services 
rose  further  during  the  early  months  of  19^5* 

Private  Investment 

Private  fixed  investment  expenditures  rose  further  in  the  first  quarter 
to  an  annual  rate  of  $87.9  billion,  5  percent  above  a  year  earlier.  Outlays 
for  residential  construction  rose  after  having  declined  in  the  preceding  3  quar- 
ters.   However,  the  downtrend  in  housing  starts,  now  1^  years  old,  continued  in 
the  first  quarter.    The  rate  of  housing  starts  is  a  major  indicator  of  future 
construction  outlays.    This  sluggishness  in  housing  starts,  now  around  ik  per-* 
cent  below  the  first  quarter  of  196k ,  points  to  some  further  decline  in  residen- 
tial construction  outlays  during  the  coming  months o 

Business  investment  in  plant  and  equipment  and  in  nonresidential  buildings 
provided  an  upward  thrust  to  private  fixed  investment  during  recent  quarters. 
Spending  by  business  for  durable  equipment  rose  in  January-March  to  a  level 
11  percent  above  a  year  earlier.    The  rise  in  the  first  quarter  was  larger  than 
the  average  for  the  past  2  years,  largely  because  some  expenditures  for  trans- 
portation equipment  were  delayed  by  auto  strikes  in  October-November  last  year. 
Nonresidential  construction  outlays  also  rose  in  January-March,  with  increases 
in  industrial  and  public  utility  spending  more  than  offsetting  a  decline  in 
commercial  construction.    Building  expenditures  by  private  institutions  were 
unchanged  from  the  fourth  quarter  of  1964. 

Capital  Spending  to  Continue  Rise 

Recent  additions  to  plant  capacity  have  not  kept  pace  with  needs,  and 
plants  are  being  operated  closer  to  preferred  rates  than  a  year  earlier.  Con- 
sequently, businessmen's  investment  plans  point  to  further  expansion  in  plant 
and  equipment  outlays  throughout  the  remainder  of  19^5  (table  5)»    According  to 
the  Department  of  Commerce-SEC  February  survey,  businessmen  plan  to  spend  12  per- 
cent more  for  fixed  investment  in  I965  than  the  ^kh*9  billion  in  196^.  All 
major  industry  groups  plan  larger  outlays  with  the  largest  increases  in  manu- 
facturing (16  percent)  and  railroad  (15  percent)  industries.  Anticipated 
advances  in  food  and  beverage  expenditures  (ll  percent)  are  about  in  line  with 
the  average  for  all  industries. 

The  rise  in  the  rate  of  inventory  investment  by  business  in  the  first 
quarter  was  sparked  by  stockpiling  as  a  hedge  against  a  steel  strike.  In 
addition,  wholesalers'  and  retailers'   stock  accumulations  picked  up  about  in 
line  with  rising  sales.    Business  inventories  in  January-March  accumulated  at 
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Table  5. — Expenditures  for  new  plant  and  equipment,  1964  and  estimates 
for  1965 >  seasonally  adjusted  annual  rates 


(BiJJjLon  dollars) 


196i| 

1965  1/ 

Industry 

:    I  : 

II  J 

III  : 

IV  1 

Year 

•    I  : 

TT 
11 

'  2nd  • 
'half  • 

Year 

Manufactiiring 

Durable  goods  , 
Nondurable  goods 

J:  UUU.   ctliU.  UcvcicLgcb 

17.^^0 

»  R 

\  o,op 
!  8.55 

17.80  18.85 
9.00  9.60 
8.80  9.20 
1.00  1.10 

20.15  18.58 
10.15  9.^3 
10.00  9.16 

1.10  1.06 

20.95 
lO.il-0 

±md.\J 

10.60 

10.70 
1.30 

21.05 
10.85 

JJ..00 
1.10 

21.53 

10.83 

x.XO 

Mining  : 

1.15 

1.15 

1.20 

1.30 

1.19 

1.20 

1.30 

1.35 

1.31 

Railroads  ; 
Other  transportation  ; 

i.ko 

2.30 

1.25 
2.25 

1.50 
2.k0 

1.55 
2.60 

l.hl 
2.38 

1.75 
2.50 

1.^5 
2.75 

1.65 
2.50 

1.62 
2.57 

Public  utilities  3 

'  5.95 

6.30 

6.30 

6.35 

6.22 

6.kO 

6.1^5 

6.65 

6.56 

Commercial  and  other  ; 

li+.30 

li4..75  15.^0 

15.80  15.13 

16.00 

16. ko 

16.90 

16.58 

1/  Estimates  based  on  anticipated  capital  expenditiires  as  repoarbed  by  business 
in  February  I965.  Includes  adjustments  when  necessary  for  systematic  tendencies 
in  anticipatory  data. 


Securities  and  Exchange  Commission  and  U.  S,  Department  of  Commerce. 

a  $6.5  billion  annual  rate,  $2.8  billion  above  the  average  rate  of  acciamulation 
in  196^.    Although  some  further  buildup  is  expected,  the  rate  of  acciumalation 
likely  will  slow  if  consumer  buying  increases  as  expected. 

Government  Demand 

Government  ptrrchases  of  goods  and  services  leveled  in  Janoiary-March;  a 
decline  in  Federal  outlays  was  about  offset  by  a  rise  in  State  and  locaJL  pur^ 
chases.    This  compares  with  an  average  quarterly  advamce  over  the  pa^t  2  years 
of  about  $l|-  billion,  annual  rate.    Lower  Federal  tax  rates  are  shifting  some 
purchasing  power  from  the  Federal  Government  to  the  private  sector.  Federal 
purchases  in  the  first  quarter  were  about  the  same  as  a  year  eaxlier.  The 
continued  secular  advance  of  expenditures  by  State  and  local  governments  has 
accounted  for  all  the  rise  in  the  government  sector  during  the  past  2  years. 
Nearly  kO  percent  of  State  and  local  outlays  are  for  educational  purposes. 
Another  I8  percent  are  highway  expenditures  and  about  10  percent  are  expendittires 
for  public  health.    On  the  other  hand,  about  85  percent  of  Federal  purchases 
are  for  national  defense  and  space  programs. 
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Production  and  Employment 

Increases  in  production  and  enrployment  accanpanied  the  sharp  expansion 
in  gross  national  product  in  the  first  quarter.    And  in  view  of  heavy  inflows 
of  new  orders  and  rising  backlogs  of  unfilled  orders,  production  is  expected  to 
continue  rising  in  coining  months.    The  Federal.  Reserve  index  of  industrial  pro- 
duction averaged  139*1  (1957-59=100 ^  percent  above  a  year  earlier.  Output 
increased  in  nearly  all  major  categories.    Automobile  production  in  the  first 
quarter  was  I85  percent  of  the  1957-59  average.    This  was  20  percent  above  the 
first  quarter  of  196^.    The  sharp  rise  from  the  fourth  quarter  was  due  in  part 
to  recovery  from  auto  strikes  in  October-November  of  last  year.    Steel  output 
in  January-March  was  21  percent  above  a  year  earlier  as  steel  users  built  up 
inventories. 

First  quarter  output  of  most  other  types  of  goods  also  rose  from  a  year 
earlier  and  frcM  the  previous  quarter.    Production  of  household  goods  and 
apparel  was  about  8  percent  above  a  year  earlier;  output  of  drugs,  toiletries, 
etc.,  increased  9  percent.    Processed  food  production  was  up  only  about  2^  per- 
cent. 

Production  of  business  equipment  has  been  expanding  even  more  sharply 
than  output  of  consumer  goods.    The  index  of  business  equipment  output  rose  to 
1^+9    in  the  first  quarter,  12  percent  higher  than  a  year  earlier.    In  view  of 
businesses*  capital  expenditure  plans  for  the  rest  of  I965,  output  of  equipment 
is  likely  to  continue  to  expand  in  coming  months. 

Employment  in  January-March  averaged  71.3  million  persons,  630,000  more 
than  in  the  previous  quarter,  after  seasonal  adjustment.    About  1,6  mi3J.ion 
more  persons  were  employed  than  in  the  first  quarter  of  1^6k  and,  with  increased 
overtime,  the  length  of  the  workweek  in  manufacturing  industries  rose  to 
kl,k  hours  compared  with  kO»^  a  year  earlier.    The  civilian  labor  force  in- 
creased at  a  slower  pace  than  employment  during  the  past  year  and  the  rate  of 
unemployment  has  been  declining  slowly — dovm  to        percent  in  the  first  quarter 
of  this  year  from  5.^  percent  a  year  earlier.    The  unemployment  rate  among 
experienced  workers,  usually  slightly  less  than  the  rate  for  all  workers,  was 

percent.    The  rate  for  married  men  currently  is  about  half  that  of  all  workers. 

Manufacturing  accoimted  for  about  one-third  of  the  gains  in  employment 
during  the  past  year,  with  wholesale  and  retail  trade  making  up  another  one- 
third.    Federal  employment  in  the  first  quarter  was  about  the  same  as  a  year 
earlier,  but  State  and  local  payrolls  increased  by  362,000  persons. 

Money  Supply,  Interest  Rates,  and  Prices 

The  Nation's  money  supply  (demand  deposits  plus  currency)  has  been  grow- 
ing at  an  average  rate  of  k  percent  per  year  during  the  current  business  ex- 
pansion.   But  during  the  first  quarter  of  this  year  it  totaJLed  just  under 
$160  billion,  about  the  same  as  in  the  fourth  quarter  of  196^.  Generally, 
fluctuations  in  the  money  supply  and  in  overall  liquidity  of  the  economy  in- 
fluence interest  rates,  credit  availability  and,  hence,  economic  expansion. 
But  the  growth  in  money  needed  to  support  a  given  rate  of  economic  expansion 
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varies  with  changes  in  the  willingness  of  consvimers  and  businessmen  to  hold 
money  balances.    In  addition,  other  liquid  assets  serve  as  substitutes  for 
money  in  varying  degrees,  and  growth  in  these  assets  also  influences  economic 
activity.    The  sharp  rate  of  increase  in  economic  activity  in  the  first  quarter 
occurred  even  though  the  money  supply  was  virtually  constant.    Time  deposits 
rose  sharply  and  the  use  of  credit  increased,  helping  to  expand  total  liquidity 
enough  to  facilitate  the  rise. 

Short-term  interest  rates  rose  in  the  first  quarter,  reflecting  somewhat 
tighter  monetary  conditions.    The  yield  on  S-month  U.  S.  Treasury  bills  averaged 
3.90  COTipared  to  3.68  in  the  foiirth  quarter  and  3*5^  a  year  earlier.    U.  S.  long- 
term  bonds  sold  to  yield  ^+.15,  about  the  same  as  the  previous  quarter  and  a 
year  earlier.    The  average  yield  on  common  stocks  in  the  first  quarter,  at 
2,99,  was  well  below  that  obtained  on  U.  S.  Government  bonds.    With  rising  stock 
prices,  yields  on  common  stocks  have  been  below  the  yield  on  long-term  Govern- 
ment bonds  since  late  1958. 

Consumer  prices  in  the  first  quarter  continued  the  moderate  advance  of 
recent  years.    The  price  rise  accompanied  large  increases  in  demand  during  the 
past  2  years.    Prices  of  commodities,  including  food  prices,  were  estimated  up 
less  than  1  percent  from  January-March  1964.    But  the  cost  of  services  in  the 
CPI  rose  more  than  2  percent. 

Wholesale  prices  rose  during  the  last  half  of  I96U  and  early  I965  but  in 
January-March  were  only  0.6  percent  above  a  year  earlier.    Prices  of  industrial 
materials  were  up  4.6  percent  from  a  year  earlier;  producers*  goods  prices  were 
up  1.3  percent.    However,  these  increases  were  partly  offset  by  declines  in 
wholesale  prices  of  farm  products. 


XXX 


FOREIGN  TRADE 


AAA 


Balance  of  Payments 


The  U.  S,  balance  of  payments  deficit  on  regular  transactions  doubled 
from  the  third  to  the  fourth  quarter  of  1964  to  a  $5.3  billion  annual  rate,  but 
it  apparently  improved  somewhat  during  the  first  qu^ter.    More  than  half  of 
the  increase  in  the  deficit  in  the  fouirbh  quarter  was  due  to  temporary  factors. 
The  British  postponed  U.  S.  Government  loan  repayments  of  $138  million.  And, 
there  was  a  temporajry  increase  in  new  issues  of  foreign  securities  in  the  United 
States,  purchases  of  which  had  been  deferred  until  after  enactment  of  the 
Interest  Equalization  Tax. 

Merchandise  exports  in  the  fovirth  quarter  rose  more  than  imports  despite 
smaller  shipments  of  automobiles  and  partly  because  of  anticipation  of  the  dock 
workers*  strike.    The  balance  on  merchandise  trade  increased  slightly  in  the 
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foxirth  quarter,  "but  net  inflows  of  income  on  investments  abroad  decreased.  As 
a  result,  the  goods  and  seirvices  surplus  continued  near  the  rate  of  the  third 
quarter. 

Increased  outflows  of  private  capital  and  outflows  resulting  from  Governr- 
ment  transactions  raised  the  deficit  on  these  accounts  to  a  $11-|  billion  annual 
rate  during  the  fourth  quarter.    Outflows  of  private  capital  in  1964  rose  more 
than  50  percent  from  1963^  prompting  curbs  on  flows  of  capital  abroad  and 
inauguration  of  a  voluntary  reduction  by  banks  and  businesses  of  outflows  of 
funds  resulting  from  operations  abroad.    This  voliintaxy  program  is  apparently 
reducing  outflows  of  capital. 

Agricultural  Trade 

U,  S.  exports  of  agricultural  commodities  in  fiscal  1^6k^6^  are  expected 
to  be  down  slightly  in  value  from  last  year's  record  $6.1  billion.  Exports 
are  being  affected  by  a  return  to  more  normal  levels  of  wheat  trade,  which  had 
been  stimulated  by  poor  harvests  in  Europe  and  the  USSR;  and,  by  declines  in 
exports  of  cotton  and  tobacco,  which  are  facing  increased  world  conrpetition. 
These  declines  will  be  partly  offset  by  further  increases  in  soybeans,  soybean 
oil  cake  and  meal,  vegetable  oils,  and  animals  and  animal  products  (especiaULy 
the  value  of  dairy  products,  animal  fats,  hides,  and  skins).    Feed  grain  exports 
are  expected  to  be  maintained  by  strong  consumer  demand  for  livestock  products 
in  the  industrialized  countries. 


Table  6, — U.  S.  agricultural  exports,  value  of  major  commodities, 
July-February  1963-64  and  1964-65 


Commodity 

[            July-February  ; 

;     1963-64     ;    1964-65  ; 

•  • 

Percentage 
change 

I    Mil.  dol. 

Mil.  dol. 

Percent 

Cotton,  excluding  linters  : 

[  458 

375 

-18 

Dairy  products 

:  122 

139 

14 

Feed  grains,  exclviding  products 

:  566 

538 

-5 

Fruits  and  preparations 

\  195 

192 

-2 

Soybeans 

:  354 

364 

3 

Tobacco,  tmmanufactured  j 

:  327 

271 

-17 

Vegetables  and  preparations  ; 

:  109 

97 

-11 

Wheat  and  flour 

:  947 

781 

-18 

Other 

:  955 

1,025 

7 

Total  exports 

:  4,033 

3,782 

-6 

U.  S.  Department  of  Agriculture, 
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Exports  for  the  8-nionth  period  (table  6)  reflect  the  effects  of  the  East 
Coast  and  Gulf  ports  Longshoremen's  strike  of  January-Fehruary  1965-  Total 
exports  for  July-December  (before  the  strike)  were  running  9  percent  above  the 
previous  year,  with  strong  increases  to  then  in  feed  grains,  oilseeds  and  pro- 
ducts, and  animals  and  animal  products,  although  part  of  the  increase  was  in 
anticipation  of  the  strike.    January- February  exports  were  down  almost  one-half 
from  the  same  period  last  year.    Preliminary  figures  for  agricultural  exports 
in  March  show  a  considerable  recovery.    This  recovery,  which  should  be  sustained 
in  future  months,  along  with  the  heavy  anticipatory  exports  of  November-December, 
will  offset  much  of  the  effect  of  the  strike. 

Agriciiltural  imports  for  consumption  during  July-February  were  7  percent 
below  a  year  earlier  (table  7)  coapared  with  a  5  percent  rise  the  year  before. 
The  shipping  strike  lowered  imports  in  Jajiuary  and  February  I965.    However,  with 
large  imports  before  and  since  the  strike,  the  total  for  the  year  may  be  little 
affected.    Beef  and  veal  imports  declined  sharply  in  July-February  primarily 
due  to  higher  prices  in  other  countries,  and  increased  domestic  production. 
With  smaller  imports  of  sugar,  declines  outweigh  increases  in  most  other  supple- 
mentary (partially  competing)  imports.    Complementary  (noncompeting)  imports 
declined  slightly.    During  the  same  period,  nonagriciiltural  imports  increased 
about  9  percent. 


Table  7. — U.  S.  agricultural  imports  for  consumption,  value  of  major 
commodities,  July-February  1963-6^  and  196^65 


[                 July- February 

:  Percentage 

Commodity  : 

!        1963-6i+  : 

1961^65 

•  change 

Mil.  dol. 

Mil.  dol. 

Percent 

Animals,  live 

I  k6 

-11 

Dairy  products 

:  37 

ko 

8 

Meats  and  meat  products 

366 

251 

-31 

Oilseeds  and  products  3 

:  10k 

113 

9 

Sugar,  cane  j 

i  383 

292 

-2lf 

Tobacco,  unmanufactiired 

:  66 

82 

2k 

Wool,  apparel 

;  65 

78 

20 

Other  supplementary  ; 

i^31 

-3 

Total  supplementary 

I  1,511 

1,328 

-12 

Coffee 

:  705 

698 

-1 

Cocoa  beans 

:  80 

76 

-5 

Rubber,  crude,  natural 

:  118 

120 

2 

Wool,  carpet 

:  79 

hi 

-In 

Other  complementary  i 

:  217 

2k6 

Total  complementary  j 

:  1,199 

1,187 

-1 

Total  imports 

:  2,710 

2,515 

-7 

U.  S.  Department  of  Agriculture. 
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*^  CURRENT  COMMODITY  SITUATION  ^ 


LIVESTOCK  AM)  LIVESTOCK  PRODUCTS 


Meat  Animals 

The  number  of  meat  animals  on  farms  at  the  start  of  I965  declined  for 
the  first  time  since  195^^  do-vm  1  percent  from  a  year  earlier.    The  cattle 
inventory  increased  slightly  during  I96U,  hut  the  nimber  of  hogs  dropped  9  per- 
cent and  the  sheep  and  lamb  inventory  declined  5  percent.    Slaughter  rates 
early  in  I965  point  toward  a  further  reduction  in  the  number  of  meat  animals  cn 
farms  by  January  1,  I966. 

Commercial  cattle  and  calf  slaughter  in  January  and  February  was  up 
7  percent  from  a  year  ear3J.er.    Furthermore,  the  average  weekly  slaughter  rate 
under  Federal  inspection  was  up  more  than  this  in  March  and  April.  Slaughter 
increased  for  all  classes  of  cattle.    Cow  slaughter  continued  at  the  high  level 
of  last  fall  while  steer  and  heifer  slaughter  has  shoi^m  moderate  gains  over  a 
year  earlier.    Cow  slaughter  is  expected  to  remain  large  in  the  months  ahead, 
but  the  increase  over  a  year  earlier  may  not  be  as  large  after  midyear. 

Fed  cattle  marketings  this  spring  and  summer  likely  will  continue  large, 
but  somewhat  below  yea2>-earlier  rates.    The  number  of  cattle  and  calves  on  feed 
in  32  States  on  April  1  was  down  2  percent  and  producers*  reported  intentions 
to  market  k  percent  fewer  animals  in  April- June  than  a  year  earlier.  Cattle 
on  feed  weighing  more  than  9OO  poujids  were  down  I8  percent,  but  lighter  weight 
cattle  were  up  5  percent. 

Fed  cattle  prices  averaged  a  little  above  $2^  per  100  pounds  liveweight 
during  the  winter  months  (Choice  steers  at  Chicago)  and  in  April  were  between 
$25  and  $26.    Fed  cattle  prices  likely  will  continue  neax  this  level  into  the 
summer  months.    Prices  last  year  were  given  substantial  boosts  from  the  USDA 
beef  purchase  program  and  from  a  switch  to  lighter  marketing  weights.  No 
purchase  program  has  been  announced  for  this  spring  and  summer  and  fed  cattle 
likely  will  continue  going  to  slaughter  at  lighter  weights. 

Commercial  hog  slaughter  averaged  11  percent  belovr  year-earlier  levels 
diiring  January  and  February  although  weekly  rates  under  Federal  inspection 
were  down  less  than  this  during  March  and  early  April.    The  reduction  in  hog 
slaughter  this  winter  reflected  the  8  percent  smaller  I96U  fall  pig  crop  than 
the  year  before.    This  year's  spring  crop  likely  v/ill  be  down  8  percent  and 
producers  have  reported  intentions  to  reduce  the  first  half  of  the  fall  crop 
(June-August  farrowings)  by  8  percent.    Thus,  hog  slaughter  is  expected  to 
continue  well  below  year-earlier  rates  this  simmer  and  fall  and  into  I966. 
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Hog  prices  were  around  $17.50  at  8  markets  in  April,  about  $3  above  year- 
earlier  prices.    Moreover,  prices  likely  will  remain  above  l^Gk  throughout  the 
year.    The  summer  peak  this  year  may  be  higher  than  any  year  since  I958  when 
barrows  and  gilts  at  8  markets  rose  to  ^20. k2  in  September. 

Sheep  and  lamb  slaughter  has  been  running  considerably  below  196^  this 
year  and  is  expected  to  stay  relatively  low  this  spring  and  summer.    The  I965 
lamb  crop  is  expected  to  be  down  3  to  k  percent  from  last  year  because  of  the 
h  percent  reduction  in  ewes  1  year  old  and  over  on  farms  at  the  beginning  of 
this  year.    The  early  lamb  crop  is  estimated  to  be  down  only  2  percent. 

Choice  slaughter  lambs  at  Denver  averaged  $23.82  the  first  week  in  April, 
$2.70  above  the  same  week  a  year  earlier.    Prices  likely  will  continue  to  average 
well  above  196^  this  spring  and  summer  in  response  to  smaller  slaughter  supplies. 

Milk  and  Dairy  Products 

First  quarter  I965  milk  production  rose  I.5  percent  on  an  average  daily 
basis  during  the  first  quarter  from  a  year  earlier.    Colder  weather  in  heavy 
milk  producing  States  held  back  production,  but  increased  feeding  of  grain  and 
concentrates  contributed  to  this  year's  gains.    Gains  in  late  spring  and  summer 
will  depend  on  whether  pasture  conditions  are  better  than  last  year  and  whether 
a  heavy  rate  of  grain  feeding  continues.    For  the  year,  current  indications  are 
for  a  billion  pound  increase  above  the  1^6h  milk  output  of  126.6  billion  pounds. 

Farmers  received  $4.27  per  100  pounds  for  milk  sold  wholesale  during  the 
first  quarter  of  196^5  3  cents  above  a  year  earlier.    The  price  for  milk  eligi- 
ble for  fluid  use  was  unchanged,  but  the  price  of  manufacturing  grade  milk  was 
6  cents  per  100  pounds  higher.    The  price  of  milk  sold  wholesale  is  expected  to 
average  about  the  same  this  year  as  in  196^. 

Dairy  support  prices  were  continued  at  75  percent  of  parity  for  the 
marketing  year  that  began  April  1,  I965 .    The  support  price  of  $3.24  per  100 
pounds  for  manufacturing  milk  is  9  cents  above  a  year  earlier  and  butterfat  in 
farm- separated  cream  at  59-^  cents  per  pound  is  up  l.k  cents.    To  maintain  pro- 
ducer average  returns  at  the  support  level.  Commodity  Credit  Corporation  (CCC) 
buying  prices  for  butter  and  Cheddar  cheese  were  raised  1  cent  and  ^  cent  per 
pound,  respectively. 

With  prospects  for  a  1  percent  increase  in  marketings,  cash  receipts 
from  milk  and  cream  in  I965  are  likely  to  be  a  little  larger  than  the  $5-0  bil- 
lion of  1964.    Cash  receipts  in  1964,  a  record  level,  gained  3  percent  from 
19^3?  with  increases  in  both  marketings  and  prices. 

Combined  net  CCC  price  support  purchases  and  payment -in-kind  (PIK)  exports 
removed  317  million  pounds  of  butter,  135  million  pounds  of  cheese,  and  1,223 
million  pounds  of  nonfat  dry  milk  from  the  domestic  market  in  the  marketing 
year  ended  March  31.    This  totaled  8.2  billion  pounds  of  milk  equivalent  compared 
V7ith  7.5  billion  in  I963-64.    This  does  not  include  36  million  pounds  of  butter 
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CCC  sold  back  to  the  trade  for  domestic  use.    Total  purchases  (delivery  basis) 
and  PIK  exports  combined  were  7-6  percent  of  the  milkfat  and  12.3  percent  of 
the  milk  sol ids -not -fat  marketings  in  the  United  States.    Combined  deliveries 
and  PIK  exports  of  butter,  cheese,  and  nonfat  dry  milk  in  the  first  quarter  of 
1965  were  about  I/5  above  the  same  period  of  196^^-.    For  the  marketing  year 
1965-66,  total  CCC  removals  from  the  domestic  market  on  a  milk  equivalent  basis 
may  rise  slightly  above  those  in  l^Gk-G^ , 

Output  of  American  cheese  this  calendar  year  through  April  1  gained 
k  percent  over  a  year  earlier,  while  butter  production  rose  1  percent.  Demand 
for  cheese  is  increasing  relative  to  butter.    Cheese  production  for  all  I965  is 
expected  to  continue  increasing  relative  to  butter  output. 

Exports  of  butter  and  nonfat  dry  milk  are  expected  to  be  less  in  I965 
than  a  year  earlier;  Government  stocks  were  lower  at  the  start  of  I965  and  milk 
production  is  up  in  Western  Europe,  Australia,  and  New  Zealand.    However,  com- 
mercial and  CCC  export  sales  can  be  expected  to  remain  high  by  historical  stand- 
ards . 

Poultry  and  eggs 

Sharp  reductions  in  the  hatches  of  replacement  chicks  in  recent  months 
materially  altered  the  I965  outlook  for  egg  production  and  prices.     In  February- 
March,  55  million  pullet  chicks  were  started  as  flock  replacements  compared  with 
6k  million  in  these  months  last  year.    And  eggs  in  incubators  on  April  1  for 
egg-type  chick  production  in  the  first  3  weeks  of  April  were  down  I9  percent 
from  a  year  earlier.    Reduced  hatchings  mean  fewer  new  layers  will  be  added  to 
the  Nation's  laying  flock  this  fall  than  last.    Consequently,  by  the  fourth 
quarter  the  number  of  layers  on  farms  is  likely  to  be  down  from  October -Dec ember 
1964.    Even  after  allowing  for  some  further  expected  uptrend  in  the  rate  of  lay 
after  midyear,  egg  production  in  October-December  also  probably  will  be  below 
a  year  earlier.    Egg  production  in  the  first  quarter,  on  a  daily  average  basis, 
ran  1  percent  above  a  year  earlier  and  is  expected  to  continue  about  as  high  as, 
or  slightly  higher  than  a  year  earlier  in  the  second  quarter. 

Prices  received  by  producers  for  eggs  in  January-March  averaged  30.7 
cents  per  dozen,  down  from  4.9  cents  in  the  same  period  last  year.  Between 
mid-March  and  mid-April,  prices  increased  contraseasonally .     In  Iowa  prices  for 
large  farm  run  eggs  advanced  from  22-24  cents  per  dozen  on  March  15  to  24-27 
cents  on  April  15;  that  is,  from  1-|-  cents  under  a  year  earlier  to  3  cents  over. 
This  sharp  rise  in  prices  stemmed  from  a  combination  of  factors.    First,  laying 
flocks  nearing  the  end  of  their  production  period  were  sold  off  more  rapidly 
in  the  first  quarter  than  in  this  period  last  year  because  of  extremely  depressed 
egg  prices.    Thus,  the  Nation's  laying  flock  was  reduced  from  1  percent  larger 
than  a  year  earlier  on  January  1  to  1  percent  smaller  on  April  1.  Second, 
severely  cold  weather  over  much  of  the  Nation  in  the  second  half  of  March  ad- 
versely affected  the  rate  of  lay.    Reflecting  both  of  these  developments,  the 
rate  of  egg  production  on  April  1  was  2  percent  lower  than  a  year  earlier. 
Third,  Easter  this  year  was  2  weeks  later  than  last  year.    Fourth,  demand  from 
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egg  breakers  may  have  strengthened  a  little  as  a  result  of  the  reduced  hatchings 
of  replacement  chicks. 

Egg  prices  weakened  after  Easter.    Price  quotations  for  farm  run  eggs  in 
Iowa  fell  about  2-4-  cents  between  April  15  and  April  21.    On  April  21  they  were 
mostly  1  cent  over  a  year  earlier.    Egg  prices  in  April-June  are  likely  to 
average  somewhat  lower  than  in  these  months  last  year  even  though  the  storage 
demand  may  be  stronger.    However,  the  seasonal  rise  in  prices  is  likely  to  be 
greater  than  in  196^,  carrying  prices  above  last  year's  level  late  in  19^5- 

Federally  inspected  young  chicken  slaughter  in  January-March  was    3  per- 
cent greater  than  in  this  period  of  I964.    Based  on  first  quarter  hatchings, 
slaughter  in  April-June  is  likely  to  be  up  by  about  a  like  percentage.  Despite 
larger  supplies,  broiler  prices  to  producers  in  January-March  averaged  I5.O 
cents  per  pound  compared  with  lk.3  cents  a  year  earlier.    Prices  are  likely  to 
continue  higher  in  the  second  quarter.    Reduced  competition  from  red  meat  and 
turkey  are  factors  in  the  higher  broiler  prices. 

In  the  second  half,  some  further  increase  in  broiler  production  above 
the  1964  level  is  expected;  broiler  prices  have  been  higher  than  a  year  earlier 
in  each  of  the  past  3  quarters  and  this  has  caused  a  buildup  in  hatchery  supply 
flocks.    The  broiler  production  rise  in  July-December  is  expected  to  be  great 
enough  to  drive  prices  in  July-December  to  below  those  in  that  period  of  196^. 

Turkeys  raised  in  19^5  may  increase  in  number  from  the  100  million  in 
1964  but  by  much  less  than  the  k  percent  indicated  by  a  grower  survey  last 
February.    This  year's  crop  will  come  from  poult  hatchings  in  September  196^+- 
August  196^.    From  September  through  March,  37-2  million  poults  were  hatched, 

1  percent  fewer  than  in  the  same  period  a  year  earlier.    On  April  1,  eggs  in 
incubators  were  down  3  percent  from  a  year  earlier.    However,  hatchings  are 
expected  to  pick  up  after  April. 

Turkey  supplies  were  a  little  smaller  than  a  year  earlier  in  the  first 
quarter,  mainly  because  of  a  smaller  carryover  of  frozen  birds  from  the  196k 
crop.    Prices  received  by  producers  in  January-March  averaged  22.2  cents,  up 
from  21.8  cents  a  year  earlier.     Prices  are  likely  to  continue  higher  at  least 
through  summer.     If  the  increase  in  turkey  production  in  19^5  is  held  to  about 

2  percent,  turkey  prices  in  the  main  marketing  season,  September-December,  are 
likely  to  average  about  the  same  as  the  21.2  cents  in  these  months  last  year. 

Wool 

The  outlook  for  the  U.  S.  wool  industry  in  I965  is  for  a  further  decline 
in  sheep  numbers,  less  wool  production,  moderately  higher  mill  consumption  of 
apparel  and  carpet  wool,  and  an  increase  in  imports  of  raw  wool  and  wool  prod- 
ucts.   Domestic  wool  prices  during  19^5  will  average  considerably  less  than  in 
1964,  when  they  were  the  highest  since  1957- 
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U.S.  shorn  wool  production  wi3J.  continue  to  decline  in  I965  due  to  a 
further  reduction  in  sheep  numbers.    On  January  1,  19^5^  the  number  of  sheep 
and  lambs,  including  stock  and  those  on  feed,  totaled  26.7  million  head,  5  per- 
cent less  than  a  year  earlier.    Shorn  vool  production  during  l^Sh  amounted  to 
222  million  pounds,  grease  basis,  compared  with  238  million  in  I963.  Shorn 
and  pulled  wool  production  during  1964  totaled  119  million  pounds,  clean  basis, 
8  percent  less  than  in  19^3 • 

The  average  price  received  by  wool  growers  for  shorn  wool  during  196k 
was  53.2  cents  per  pound,  grease  basis,  10  percent  more  than  in  I963  and  the 
highest  since  1957.    The  196h  avereige  price  resulted  in  an  incentive  payment 
of  $16.50  for  every  $100  of  shorn  wool  marketed  to  bring  the  average  price 
received  by  producers  up  to  the  support  level  of  62  cents  per  pound.  The 
average  price  received  for  shorn  wool  in  April  I965  was  about  15  percent  less 
than  that  received  during  March- June  196^4-.    Domestic  wool  prices  during  I965 
are  expected  to  remain  below  year-earlier  levels  due  to  the  lower  price  level 
prevailing  in  world  markets,  which  results  from  declining  foreign  mill  use, 
larger  world  supplies,  and  further  shifts  to  man-made  fibers. 

Mill  consumption  of  raw  wool  during  I965  will  total  more  than  the 
355  million  pounds,  scoured  basis,  used  in  196k,    Both  apparel  and  carpet  wool 
use  are  expected  to  increase  in  1965.    Apparel  wool  mill  use  probably  will  total 
near  250  million  pounds  in  I965  compared  with  23^  million  in  196k,  Carpet 
wool  mill  use  likely  will  total  125  to  135  million  pounds  compared  with  122 
million  in  1964. 

Imports  of  dutiable  and  duty-free  raw  wool  are  expected  to  increase  in 
1965  due  to  the  anticipated  larger  U.S.  mill  consumption.    Imports  of  apparel 
wool  (dutiable)  likely  will  total  110-120  million  po\mds,  clean  content,  com- 
pared with  98  million  in  1964.    Imports  of  carpet  wool  (duty-free)  probably 
will  amount  to  130  to  l4o  million  pounds,  clean  content,  compared  with  ll4 
million  last  year. 

The  anticipated  increased  mill  activity  in  the  domestic  wool  industry 
likely  will  result  in  a  moderate  increase  in  imports  of  wool  textile  products 
during  I965.    Net  imports  of  semiprocessed  and  manufactured  wool  textile  products 
during  1964  declined  9  percent  to  134  million  pounds,  raw  wool  equivalent, 
from  the  record  high  in  1963»    Imports  of  apparel  wool  textile  products  declin- 
ed, but  imports  of  cair^ts  and  rugs  increased.    In  contrast,  exports  of  apparel 
wool  textile  products  increased;  those  of  carpets  and  rugs  declined.    All  major 
intport  categories  of  apparel  wool  textile  products,  except  knit  wearing  apparel 
and  blankets,  declined  in  1964.    The  semiprocessed  items — tops  and  yams— declin- 
ed more  than  the  finished  apparel  items. 

CROPS 

V?heat 

Winter  wheat  production  for  I965  was  estimated  as  of  April  1  at  1,037 
million  bushels  while  the  March  planting  report  estimated  that  farmers  might 
produce  about  26l  million  bushels  of  spring  wheat.    These  two  estimates  point 
to  an  all-wheat  production  of  about  1,298  million  bushels,  about  the  same  as 
in  J 964.    Adding  the  estimated  I965  production  to  the  anticipated  July  1,  1965> 
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carryover  of  905  million  bushels,  along  with  an  allowance  for  the  usual  negligi- 
ble imports,  provides  a  total  supply  for  the  I965-66  marketing  year  of  2,205 
million  bushels,  about  the  same  as  the  2,195  million  a  year  earlier. 

The  sign-up  to  participate  in  the  19^5  Wheat  Program  ended  on  April  2, 
and  about  7.5  million  wheat  acres  were  enrolled  for  diversion  and  conserving 
uses  compared  with  5.I  million  last  year.  About  2.5  million  acres  of  this 
intended  diversion  from  the  53.3  million  acre  national  allotment  was  voluntary 
diversion.    The  other  5.O  million  acres  represented  land  put  into  conserving 
use  to  qualify  the  producer  for  price  support  loans  aoad  marketing  certificates. 
About  84  percent  of  the  national  wheat  allotment  is  enrolled  in  the  19^5 
program  compared  with  tC  percent  in  the  1964  program.    The  national  average 
price  support  loan  for  1965-crop  wheat  is  $1.25  pe^r  bushel,  5  cents  below  that 
for  the  1964  crop.    The  value  of  each  of  the  marketing  certificates  is  raised 
5  cents,  to  75  cents  for  the  domestic  certificate  and  30  cents  for  the  export 
certificate , 

Domestic  disappearance  in  I965-66  is  expected  to  be  around  650  million 
bushels  compared  with  the  estimated  615  million  for  this  year.    The  anticipated 
continuation  of  the  competitiveness  between  wheat  and  feed  grain  prices  should 
provide  a  stimulus  to  wheat  feeding. 

Exports  are  currently  assumed  at  700  million  bushels  for  I965-66,  a 
continuation  of  the  uptrend  of  recent  years.    Based  on  a  total  disappearance 
of  1,350  million  bushels,  the  carryover  on  July  1,  I966,  may  be  some^diat  below 
the  905  million  bushel    carryover  estimated  for  this  July. 

Vheat  and  flour  exports  during  July  1964-March  I965  totaled  an-  estimated 
510  million  bushels.    For  the  entire  marketing  year,  they  are  expected  to 
reach  675  million  bushels,  as  previously  estimated.    The  price  received  by 
farmers  for  wheat  during  196^-65  declined  from  a  high  of  $1.39  per  b\ishel  in 
November  and  December  1964  to  $1.36  per  bushel  in  March. 

Feed  Grains 

Feed  grain  prices  during  October  1964  -  March  1965  averaged  5  percent 
higher  than  a  year  earlier,  mostly  because  of  reduced  "free"  supplies.  Prices 
of  high-protein  feeds,  on  the  other  hand,  were  about  7  percent  lower,  mostly 
for  oilseed  meal  and  animal  proteins .     Prices  paid  by  farmers  for  all  feeds 
piirehased  averaged  slightly  below  a  year  earlier.    High-protein  feed  prices  are 
expected  to  strengthen  this  spring  and  summer  and  likely  will  average  above  a 
year  earlier  during  June -Sept  ember.    So  prices  paid  by  famers  for  all  feeds 
are  likely  to  run  slightly  higher  than  a  year  earlier  during  the  second  half 
of  the  feeding  year. 

Com  prices  have  continued  to  rise  slowly,  following  the  sharp  November 
to  December  increase.    During  recent  months,  com  prices  advanced  about  in 
line  with  the  Commodity  Credit  Corporation  sale  price.    In  March,  prices  receiv- 
ed by  farmers  averaged  $l.l8  per  bushel,  l4  cents  above  last  November  sind  7 
cents  above  a  year  earlier.    Some  further  seasonal  price  increase  is  in  prospect 
for  com  this  spring  arid  summer  as  a  result  of  the  smaller  "free"  supply. 
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Farmers  will  plant  about  120  million  acres  of  feed  grains  in  I965  if 
they  carry  out  their  March  1  plans.    This  is  nearly  3  million  acres  less 
than  in  I96U  and  the  smallest  acreage  in  more  than  60  years.    Smaller  acreages 
are  in  prospect  for  corn,  oats,  and  barley,  while  a  little  larger  acreage  is 
planned  for  sorghums.    Total  acreage  would  be  about  31  million  acres  below  the 
1959-60  average — the  base  period  for  the  feed  grain  program. 

Prospective  plantings  are  generally  in  line  with  the  signup  under  the 
1965  Feed  Grain  Program.    Farmers  have  signed  up  to  divert  36.6  million  acres, 
2.3  million  more  than  was  enrolled  in  the  I96U  program.    Planting  intentions 
also  indicate  that  farmers  are  taking  advantage  of  the  substitution  provisions 
of  the  1965  Feed  Grain  Program.    Prospective  plantings  indicate  that  wheat 
producers  are  using  some  of  their  barley  base  for  wheat  and  in  some  areas  they 
will  plant  corn  and  sorghums  on  their  wheat  allotment.    Wheat  producers 
requesting  an  oat-rye  base,  could  substitute  between  wheat,  oats,  and  rye. 
The  prospective  6  percent  decrease  in  oat  acreage,  however,  is  no  greater  than 
in  other  recent  years  and  does  not  indicate  that  farmers  plan  a  major  switch 
to  wheat  from  oats. 

Although  1965  feed  grain  production  will  be  influenced  by  changes  in 
farmers*  plans  after  March  1  and  by  the  growing  season,  with  average  yields 
(taking  into  account  the  upward  trend  of  recent  years)    feed  grain  production 
on  the  1965  prospective  acreage  would  total  a  little  over  I50  million  tons. 
This  would  be  around  10  percent  more  than  in  196^,  but  a  little  below  the 
record  I963  crop.    This,  together  with  an  expected  carryover  of  about  56  mil- 
lion tons,  would  give  a  domestic  supply  not  greatly  different  from  a  year 
earlier;  around  10  percent  below  the  record  supply  in  I96O-6I. 

The  quantity  of  feed  grains  placed  under  Government  price  support  this 
year  will  be  substantially  smaller  than  in  recent  years.    Through  March, 
9.1  million  tons  had  been  placed  under  loan,  7  million  less  than  a  year  earlier. 
The  quantity  of  I965  feed  grains  delivered  to  CCC  will  again  be  much  less  than 
the  large  quantities  acquired  from  the  I96I  and  I962  crops. 

Feed  grain  exports  have  increased  sharply  since  the  end  of  the  Gulf  and 
East  Coast  dock  strike  in  mid-February.    Exports  in  October-March  are  estimated 
at  9.S  million  tons,  recovering  to  only  slightly  below  those  of  a  year  earlier. 
The  total  for  the  entire  196^1-65  marketing  year  probably  will  equal  the  record 
180 7  million  tons  exported  in  1963-6^, 

Oilseeds,  Fats  and  Oils 

Soybean  prices  (No.  1  yellow,  Chicago)  advanced  from  a  monthly  average 
of  $2.73  per  bushel  in  October  196^1  to  $3.01  in  March  I965.    Average  for  the 
first  half  of  the  marketing  year  was  $2.91  per  bushel  compared  with  $2,75 
during  October  1963-March  196^.    Soybean  prices  in  mid-April  at  $3.06  per 
bushel,  were  hk  cents  above  April  I96U,    Soybean  prices  are  expected  to 
continue  strong  during  the  rest  of  the  marketing  year  averaging  close  to  levels 
of  the  first  half  of  the  marketing  year  and  above  the  year-earlier  average  of 
$2.58  per  bushel.    Current  soybean  supplies  are  below  last  year,  and  crusher 
and  exporter  demetnds  during  the  rest  of  the  marketing  year  are  expected  to  be 
greater  than  a  year  ago. 
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Stocks  of  soybeans  in  all  positions  on  April  1,  1963^  totaled  3^7  mil- 
lion bushels  compared  -with  377  million  a  year  earlier.    The  decline  is  in 
farm  stocks,  as  holdings  by  mills,  elevators,  and  warehouses  are  up  sharply. 
Soybean  stocks  on  farms  totaled  98  million  bushels  compared  with  I9I  million 
on  hand  a  year  earlier,    while  off -farm  stocks  totaled  2^+9  million  bushels 
compared  with  I86  million  on  April  1,  196^. 

The  supply  of  soybeans  for  the  196^-65  marketing  year  is  placed  at 
732  million  bushels  compared  with  71^  million  a  year  ago.    The  increase  is 
due  to  larger  beginning  stocks  on  October  1,  I96U. 

Soybean  crushings  in  October  196^-March  I965  totaled  253  million 
bushels,  13  percent  above  last  year  and  2  percent  above  the  I962-63  record 
for  this  period.    Crusher  demajid  is  greater  this  marketing  year  than  last 
because  (l)  soybean  oil  stocks  are  down  sharply,  (2)  danestic  disappearance 
and  exports  of  both  soybean  oil  and  meal  are  up  significantly,  and  (3)  soybean 
oil  prices  are  averaging  higher,  by  a  third.    Soybean  crushings  during  April- 
September  will  decline  seasonally  and  probably  will  hold  close  to  last  year's 
level  because  of  the  limited  supply  of  beans.    Crushings  for  all  of  I96U-65 
are  expected  to  total  around  ^70  million  bushels  compared  with  kkl  million 
a  year  earlier  and  the  record  U75  million  in  I962-63. 

Based  on  inspections,  soybean  exports  from  October  1,  I96U,  through 
April  16,  1965?  totaled  126  million  bushels,  9  million  more  than  last  year. 
This  occurred  despite  a  U-week  standstill  from  mid- January  through  mid- 
February  due  to  the  dock  strike.    The  estimate  of  soybean  exports  for  all  of 
I96U-65  remains  at  205  million  bushels  compared  with  I9I  million  in  I963-6U. 

Based  on  a  crush  of  ^70  million  bushels,  exports  of  205  million  bushels, 
and  allowing  about  hj  million  for  seed,  feed,  and  loss,  the  carryover  of  old- 
crop  soybeans  on  September  30,  19^5 j  would  be  around  10  million  bushels 
compared  with  32  million  a  year  earlier.    Ten  million  bushels  is  less  than 
1  week's  requirements  for  crushing  and  export. 

Farmer's  planting  intentions,  reported  as  of  March  1,  showed  a  sharp 
increase  in  I965  soybean  acreage  to  3^.3  million,  8  percent  more  than  planted 
in  196^^-.    If  U.  S.  growers  carry  out  their  intentions  and  the  proportion  of 
the  total  acreage  harvested  for  beans  is  about  the  same  as  last  year  (97  per- 
cent), about  33.2  million  acres  would  be  harvested  for  beans.    Based  on  an 
average  yield  per  harvested  acre  with  an  allowance  for  trend,  U.  S,  production 
of  soybeans  from  this  intended  acreage  would  be  about  829  million  bushels,  a 
record  high.    Soybean  production  was  about  700  million  bushels  in  both  I963 
and  196^.    A  I965  crop  this  size  would  bring  estimated  I965-66  soybean 
supplies  to  about  839  million  bushels  compared  with  732  million  in  I96U-65. 
Prices  to  growers  for  early  movement  of  1965-crop  beans  next  September 
probably  will  continue  favorable  as  the  soybean  carryover  likely  will  be  at 
the  minimum  level,  and  oil  stocks  are  expected  to  be  down  sharply  while  export 
demand  for  soybeans  and  products  remains  strong. 
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Fruit 

Consumer  demand  for  fresh  and  processed  fruit  is  expected  to  continue 
strong  this  spring  and  siiramer,  supported  by  rising  consumer  incomes.  Even 
so,  grower  prices  for  most  fresh  fruits  this  spring  are  expected  to  remain 
belovf  year-earlier  levels  "because  of  heavier  supplies.    Also,  retail  prices 
for  processed  fruits  are  down  due  mainly  to  heavier  stocks. 

As  of  early  April  prospects  for  the  I965  deciduous  fruit  crop  were 
generally  good.    Most  fruit  areas  went  through  the  winter  without  serious 
losses  from  freezes  and  other  weather  hazards.    The  principal,  exception  was 
the  Pacific  Northwest,  where  early  winter  cold  and  late  March  freezes  caused 
varying  degrees  of  daiasLge  to  numerous  fruits,  especially  cherries,  peaches 
ajid  apricots. 

Early  season  prospects  for  peach  production  in  the  9  Southern  States 
were  much  better  than  a  year  ago,  when  a  late  March  freeze  severely  curtailed 
the  crop.    In  the  2  heaviest  producing  States,  South  Carolina  and  Georgia, 
April  1  prospects  were  for  average  crops  in  contrast  to  the  very  light  196^ 
production.    If  the  April  1  prospects  for  peaches  in  the  Southern  States 
materialize,  fresh  market  supplies  from  these  States  will  be  much  larger,  and 
prices  can  be  expected  to  be  somewhat  lower,  during  June  and  July  than  in 
these  months  of  I96U.    California  also  will  be  an  important  shipper  during 
the  same  months.    Although  California  peaches  and  various  other  fruits  in 
that  State  bloomed  during  March,  the  season  had  not  advanced  sufficiently 
by  early  April  to  indicate  probable  production. 

Strawberry  production  in  the  early  spring  States  is  a  little  below 
last  year  because  decreases  in  Alabama  and  Texas  more  than  offset  an  increase 
in  Louisiana,    Berries  from  these  States  and  California  (mid-spring  State) 
usually  provide  most  of  the  fresh  market  strawberries  during  April.  However, 
April  rains  in  California  reduced  early-season  supplies  from  this  State, 
Prospective  acreage  for  the  mid-spring  and  late  spring  States,  which  grow 
the  most,  is  down  somewhat  from  196^, 

New  crop  (1965-66)  citrus  bloom  was  past  the  peak  in  Florida  and  at 
various  stages  in  other  States  by  mdd-April,    At  the  same  time,  harvest  of 
the  196^^-65    crop  was  continuing  in  large  volume  in  Florida  and  California, 
Orange  production  in  both  States  is  exceeding  early-season  forecasts.  Hence, 
the  I96U-65  U.  S.  Valencia  crop  is  now  expected  to  be  about  17  percent  above 
1963-6^,  although  k  percent  below  average.    Total  U.  S.  orange  production  is 
expected  to  be  28  percent  above  1963-6if  but  3  percent  below  average.  The 
grapefruit  crop  is  up  1?  percent  from  last  year,  but  lemon  production  is  down 
22  percent.    Remaining  supplies  of  oranges  and  grapefruit  are  larger,  those 
of  lemons  smaller,  than  a  year  ago.    Grower  prices  for  oranges  generally  are 
below  a  year  ago,  but  those  for  lemons  are  above. 
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To  mid-April  of  this  season,  output  of  Florida  canned  and  frozen  orange 
and  grapefruit  o^ice  and  some  other  citrus  products  was  much  larger  than  a 
year  earlier,  and  packers*  stocks  were  up  sharply.    Production  of  Florida 
frozen  orange  concentrate  from  the  Valencia  crop  is  now  well  underway  to  swell 
the  total  pack.    This  points  to  much  larger  supplies  of  major  citrus  products 
this  spring  and  summer  than  a  year  earlier.    Prices  for  most  orange  products 
are  now  moderately  to  substantially  below  year-earlier  levels. 

Available  data  indicate  that  packers*  stocks  of  principal  canned 
deciduous  fruits  from  the  record  196^4-65  pack  apparently  are  much  larger  than 
a  year  ago.    Cold  storage  stocks  of  frozen  fruits  are  up  substantially.  On 
April  1,  cold  storage  stocks  of  apples  were  a  little  smaller,  those  of  pears 
considerably  smaller,  than  a  year  earlier. 

Commercial  Vegetables 

Fresh:    Mostly  due  to  less  acreage,  supplies  of  fresh  vegetables  this 
spring  are  expected  to  be  moderately  smaller  than  last  year  and  the  1959-^3 
average.    Estimated  tonnage  of  I9  vegetables,  which  usually  furnish  about 
three-fourths  of  the  total  spring  vegetable  supply  (excluding  melons),  is 
down  6  percent  from  last  spring.    Among  principal  items,  early-spring  sweet 
corn  and  tomatoes  are  expected  to  be  heavier  than  in  196^+.    But  substantial 
reductions  are  in  prospect  for  early-spring  cuciimbers  and  onions — both  in 
heavy  supply  last  year — and  moderate  cuts  are  indicated  for  spring  celery,  and 
early-spring  cabbage,  asparagus,  and  lettuce.    The  spring  pepper  crop  is  9  per- 
cent below  last  year  but  moderately  above  average. 

Marketings  of  fresh  vegetables  are  increasing  seasonally.  However, 
adverse  March  weather  caused  some  damage  and  retarded  growth  in  areas  providing 
the  bulk  of  early  spring  supplies,  which  may  lead  to  more  than  usual  overlap 
of  harvests.    Even  so,  with  output  smaller,  prices  likely  will  average  close 
to  the  high  levels  of  last  spring.    Although  production  estimates  are  not  yet 
available,  acreage  of  mid-spring  snap  beans  is  up  slightly  and  that  of  late- 
spring  cabbage,  up  moderately.    Less  acreage  is  indicated  for  late-spring 
asparagus  and  onions,  and  spring  lima  beans.    Following  a  year  of  high  prices, 
the  late  spring  watermelon  acreage  is  up  9  percent. 

Processed;    Although  well  above  average,  aggregate  supplies  of  canned 
and  frozen  vegetables  available  into  mid-1965  are  moderately  below  a  year  ago, 
with  stocks  of  most  items  down.    Canned  supplies  of  sweet  corn,  carrots, 
pickles,  and  snap  beans  are  materially  smaller  than  the  heavy  supplies  of  a 
year  ago,  and  supplies  of  lima  beans,  peas,  and  kraut  continue  tight.  Spinach, 
beets,  SLnd  most  tomato  items  are  the  only  canned  vegetables  in  relatively 
large  supply.    Cold  storage  holdings  of  snap  beans,  Brussels  sprouts,  and 
spinach  are  above  year-earlier  levels,  but  holdings  of  all  other  frozen 
vegetables  are  smaller. 

Primarily  because  of  smaller  supplies,  markets  for  processed  vegetables 
this  season  have  been  stronger  than  a  year  earlier.    Into  late  summer,  prices 
for  processed  snap  beans  probably  will  average  a  little  above  a  year  earlier, 
and  continued  sharply  higher  prices  are  in  prospect  for  sweet  corn,  lima  beans 
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and  kraut.    Processed  spinach  and  beets  are  the  only  major  commodities  meeting 
heavy  market  pressures.    Despite  current  large  stocks,  markets  for  canned 
tomatoes  and  tomato  products  are  rising  because  of  the  likelihood  of  a  substan- 
tial reduction  in  I965  packs. 

Planting  intentions  reports  in  early  March  indicate  canners  plan  a 
processing  tomato  acreage  in  California  nearly  a  fourth  below  a  year  ago. 
Although  tomato  cajiners  in  other  areas  plan  increases,  total  tomato  acreage 
may  be  do-vm  a  tenth.    Canners  plan  substantial  increases  in  acreage  of  other 
vegetables,  including  snap  beans  and  sweet  corn,  11  percent;  green  peas,  6  per- 
cent; and  lima  beans,  I6  percent.    Contract  kraut  acreage  may  be  up  one-fourth. 
With  average  yields,  aggregate  supplies  of  canned  vegetables  for  the  I965-66 
season  would  be  about  the  same  as  those  available  this  season,  with  snap  beans 
and  beets  relatively  heavy.    Moderately  to  substantially  more  acreage  is  likely 
for  all  vegetables  for  freezing.    Frozen  vegetable  supplies  likely  will  be  up 
moderately. 

Potatoes 

Supplies  of  potatoes  this  spring  probably  will  total  close  to  the 
relatively  light  supplies  of  last  spring.    Remaining  storage  stocks  of  old- 
crop  potatoes  are  much  smaller.    But  output  of  spring-crop  potatoes  is  expected 
to  be  up  sharply.    The  early-spring  crop,  at  k,8  million  hundredweight,  is 
ik  percent  larger  than  last  year.    More  acreage  accounts  for  the  increase; 
early  reports  indicate  below-average  yields.    Acreage  for  harvest  during  the 
late  spring  is  26  percent  more  than  in  I96U.    With  average  yields,  tonnage 
would  be  almost  a  third  above  the  small  output  of  a  year  ago,  and  substantially 
above  the  recent  5-year  average.    Markets  into  mid-spring  will  be  influenced 
primarily  by  volume  of  storage  supplies;  prices  likely  will  average  much  above 
a  year  earlier.    However,  this  year  as  always,  markets  later  in  the  spring 
season  will  depend  mostly  on  new-crop  prospects.    According  to  intentions 
reports,  grovrers  plan  to  increase  acreage  for  I965  summer  and  fall  harvest 
6  percent  above  last  year. 

Dry  Beans  and  Peas 

Remaining  supplies  of  dry  edible  beans  appear  to  be  substantiatlly 
smaller  than  a  year  earlier.    Markets  through  the  fall  and  winter  were  excep- 
tionally strong,  with  prices  for  all  classes  averaging  well  above  year-earlier 
levels.    The  September  196^-February  I965  price  to  growers  was  the  highest  in 
a  decade.    Prices  for  colored  beans  continue  relatively  high.    However,  because 
of  a  V7eak  foreign  demand  this  spring,  markets  for  white  classes  have  been  under 
pressure,  with  prices  innning  the  same  to  a  little  below  a  year  ago.  Growers 
have  reported  intentions  to  plant  h  percent  more  acreage  to  dry  beans  in  I965 
than  in  196^.    Assuming  average  yields,  output  on  the  planned  acreage  would  be 
materially  above  196^,  and  record-large.    Despite  expected  light  carryovers, 
supplies  of  both  white  and  colored  beans  in  the  I965-66  season  would  be  much 
larger  than  those  available  this  season. 
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Dry  peas  continue  in  heavy  supply,  with  prices  sharply  below  a  year  ago 
and  the  lowest  since  the  late  1950's.    Although  foreign  demand  is  expected  to 
be  strong  during  the  next  several  months,  continued  market  pressure  is  likely. 
Farmers  plan  a  13  percent  cut  in  acreage  this  year,  and  with  average  yields, 
production  would  be  down  substantially.    Because  of  an  expected  large  carryover, 
however,  supplies  in  I965-66  may  be  only  a  little  below  this  season's  excessive 
supply. 

Cotton 

Carryover  of  upland  cotton  in  the  United  States  on  August  1,  19^5^  is 
expected  to  total  around  13.^  million  bales.    This  would  be  an  increase  of 
almost  1.3  million  from  the  past  August  and  would  mark  the  fourth  consecutive 
year  that  the  carryover  has  increased.    The  record-high  upland  cotton  carry- 
over was  ik.k  million  bales  in  195^. 

The  carryover  this  crop  year  (196^1-65)  is  expected  to  be  up  because  dis- 
appearance is  well  below  196^ 's  large  crop.    Preliminary  ginnings  indicate  a 
196h  upland  crop  of  I5.O  million  running  bales.    Record-high  yields  caused  the 
large  crop;  harvested  acreage  was  the  smallest  since  1958.    Disappearance  this 
year  is  expected  to  total  about  13^9  million  bales,  down  slightly  from  the 
l^i-.l  million  the  year  before.    Exports  are  down  sharply  this  year,  more  than 
offsetting  a  rise  in  mill  consumption. 

Mill  consumption  of  upland  cotton  during  the  current  crop  year  (August 
196k'J\xLy  1965)  is  estimated  at  9.^  million  bales,  up  O.9  million  bales  from 
19^3-64  and  the  most  since  I950-51.    Large  use  of  raw  cotton  this  year  is 
resulting  from  increased  demand  both  by  users  of  cotton  fabric  and  final  con- 
sumers of  textile  products.    Consumption  of  raw  cotton  also  is  being  stimulated 
by  lower  net  cost  to  domestic  users.    This  has  improved  the  competitive  price 
position  of  cotton  relative  to  man-made  fibers,  particiilarly  rayon  and  acetate 
fibers,  in  the  domestic  market. 

For  the  past  T  months  of  the  current  crop  year,  upland  cotton  consump- 
tion was  up  7  percent  from  a  year  earlier.    The  seasonally  adjusted  daily  rate 
of  mill  consumption  in  February  was  down  nearly  2  percent  from  January,  but  it 
was  up  almost  9  percent  from  February  1964.    The  seasonally  adjusted  daily 
rate  of  use  of  rayon  and  acetate  staple  fibers,  on  cotton-system  spinning 
spindles,  was  down  about  5  percent  in  February  from  a  month  earlier  and  2  per- 
cent below  February  196k.    Consumption  of  non-cellulosic  fibers  continued  to 
trend  upward  in  February — reaching  a  new  high.    The  upward  trend  in  the  use  of 
these  fibers  reflects,  among  other  factors,  new  and  improved  technology  and 
large-scsuLe  promotion  and  advertising. 

U.S.  cotton  exports  during  the  196k-6^  crop  year  may  total  near  U.5 
million  bales,  down  from  5.7  million  in  I963-6I+.    The  decline  is  attributed  to 
factors  which  include:     (l)  Record-high  cotton  production  in  foreign  free-world 
countries;  (2)  reduced  free-world  trade  with  Communist  countries  (Rtissia  and 
Mainland  China);  and  (3)  a  working  down  of  stocks  in  importing  countries.  A 
sharp  reduction  of  stocks  in  importing  countries  and  a  slowdown  in  mill  activity 
could  result  in  U.S.  cotton  exports  of  less  than  ^4^.5  million  beiles. 
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Tobacco 

In  196k,  U.S.  smokers  consimed  about  511  billion  cigarettes — 2i  per- 
cent below  the  record  I963  number.    Cigarette  consumption  per  capita  (I8  years 
and  over)  was  down  3^  percent  from  the  1963  peak  and  the  lowest  since  i960.  Tax 
data  indicate  that  by  late  196k,  cigarette  consumption  had  regained  and  probably 
topped  the  late-1963  level.    Cigarette  consumption  in  I965  seems  likely  to  in- 
crease gradually,  but  uncertainties  affecting  the  outlook  will  continue  for 
some  time.    Congressional  committees  in  both  the  Senate  and  Hotise  of  Represent- 
atives are  considering  legislation  on  cigarette  labeling  and  advertising. 

The  196k  consvanption  of  cigars  and  cigarillos  totsuLed  about  9.I  billion- - 
25  percent  more  than  in  19^3  and  T  percent  above  the  long-standing  record  of 
1920.    The  Cigar  Manufacturers'  Association  reports  that  cigarillos  accounted 
for  slightly  more  than  one-fourth  of  total  domestic  sales  in  19^^,  compared 
with  about  one-sixth  in  1963.    In  1920  the  full-size  cigars  were  dominant. 
Consumption  of  cigars  and  cigarillos  is  expected  to  continue  to  gain  in  I965 
and  set  a  new  hjgh.    The  1964  consumption  of  smoking  tobacco  rose  about  I8  per- 
cent above  I963  to  the  highest  since  1953 •    The  1964  output  of  chewing  tobacco 
was  up  about  1  percent,  but  the  output  of  snuff  was  down  1  percent. 

Exports  of  unmanufactured  tobacco  in  196k  totaled  about  5^4  million 
pounds  (farm-sales  weight)- -a  little  above  I963.    The  December  1964  exports 
were  unusually  large,  probably  due  to  auiticipation  of  the  dock  strike.  The 
strike,  during  January  and  February,  sharply  reduced  tobacco  exports  in  those 
months.    For  the  year  ending  June  30,  1965^  exports  are  likely  to  be  down  about 
8  percent  below  the  8-year  high  of  I963-64,  largely  because  exports  of  flue- 
cured — the  major  export  kind — will  likely  be  down.    Competition  in  world  markets 
from  foreign  tobacco-producing  areas  continues  strong. 

Government  price  support  levels  for  eligible  I965  tobaccos  are  about 
1  percent  higher  than  for  1964.    The  increase  results  frcan  the  rise  in  the 
parity  index — based  on  the  comparison  of  its  average  for  the  3  most  recent  years 
(1962-64)  with  1959^  as  specified  by  law.    The  parity  index  measures  changes  in 
prices  of  commodities  and  services  commonly  bought  by  farm  families. 

Legislation  enacted  by  Congress  and  approved  by  the  President  on  April 
16  provides  for  an  alternative  program  for  adjusting  tobacco  production  in 
line  with  domestic  and  export  requirements.    This  alternative  to  the  present 
acreage  allotment  program  is  an  acreage -poundage  program.    For  19^5,  it  will  be 
available  only  for  flue-cured  tobacco  and  will  go  into  effect  only  if  approved 
in  the  special  referendum  tentatively  scheduled  for  May  4  by  more  than  two- 
thirds  of  the  growers  voting.    If  approved  in  the  referendum,  the  acreage- 
poundage  program  will  apportion  among  growers  both  acreage  allotments  and  the 
number  of  pounds  that  can  be  marketed.    Under  the  acreage  allotment  program 
continuously  in  effect  on  flue-cured  for  the  past  25  years,  growers  could  mar- 
ket without  penalty  all  they  produced  so  long  as  they  complied  with  their 
acreage  allotment.    Meaiy  growers  have  greatly  intensified  their  cultural 
practices,  and  with  accelerated  increases  in  per  acre  yields,  large  supplies 
have  accumulated.    Under  the  program  now  in  operation,  flue-c\ired  tobacco 
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acreage  allotments  were  cut  5  percent  in  19^3  >  anotiier  10  percent  in  19^^,  and 
last  December  a  further  cut  of  19|"  percent  vas  announced  for  196^,    If  growers 
favor  the  acreage -poundage  program,  acreage  of  flue-cured  will  be  larger  than 
indicated  by  March  1  planting  intentions.    On  the  other  hand,  yields  per  acre 
will  be  reduced  as  many  growers  apply  cultural  practices  to  enhance  the  quality 
of  their  tobacco  instead  of  using  practices  followed  in  recent  years  to  maximize 
quantity. 

The  1965  acreage  of  hurley,  according  to  intentions  expressed  by 
growers  March  1,  will  be  a  tenth  below  1964,  reflecting  the  10  percent  cut  in 
allotments.    Allowing  for  trend  in  average  yield  per  acre,  the  intended  acreage 
of  hurley  would  result  in  a  19^5  production  about  3  percent  above  past  season 
marketings  when  dry  weather  in  some  areas  reduced  the  crop.    Burley  carryover 
into  1965-66  is  likely  to  be  at  a  new  high  \ih±ch,  together  with  this  year's 
production,  may  raise  the  I965-66  supply  to  a  record  high. 

Based  on  the  I965  intended  acreage  and  an  average  yield  per  acre  allow- 
ing for  trend,  the  I965  Maryland  crop  would  be  about  11  percent  below  the  l^Gk 
estimated  outturn.    But  carryover  is  expected  to  rise  to  a  new  high,  and  the 
1965-66  total  supply  is  indicated  to  be  a  little  above  that  for  the  current 
marketing  year.    Auctions  for  the  l^h  Maryland  crop  began  April  21  and  are 
scheduled  to  continue  through  July  9»    Prices  for  the  first  3  days'  sales 
aversLged    66 =2  cents  a  pound,  compared  with  cents  a  year  earlier,  when  the 

1963  crop — adversely  affected  by  drought — was  marketed. 

Based  on  the  I965  prospective  acreages  and  average  yields  with  allowance 
for  trend,  production  of  fire-cured  tobacco  would  be  about  7  percent  smaller 
than  1961^-  crop  marketings;  production  of  dark  air-cured  and  sun-cured  tobaccos 
would  be  6  percent  below  1964  crop  marketings.    The  I965  intended  acreage  of 
Pennsylvania  filler  is  the  same  as  last  year's  harvested  acreage,  but  intended 
acreage  of  Ohio  filler  is  up  5  percent.    Intended  I965  acreage  of  Connecticut 
Valley  binder  is  around  a  tenth  below  1964;  that  of  Wisconsin  binder  is  about 
the  same  as  the  previous  year.    According  to  March  1  intentions,  I965  acreage 
of  shade-grown  cigar  wrapper  will  be  up  10  percent  from  1964  in  the  Connecticut 
VeULley  and  up  9  percent  in  the  Georgia-Florida  area. 
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NOTICE 

If  you  no  longer  need  this  publication, 
check  here  f  xrcfiim  this  sheet, 
and  your  name  will  be  dropped  from 
the  mailing  list. 

If  your  address  should  be  changed, 
write  the  new  address  on  this  sheet 
and  return  the  whole  sb^  to: 
Division  of  Administrati  ve  Services  (ML) 
Office  of  Management  Services 
U,  S.  Department  of  Agriculture 
Washington.  D.  C.  20250. 

DPS-104  -  The  Demand  and  Price  Situation 


The  Demand  and  Price  Situation  is  published 
January,  April,  June,  August  and  October. 


The  next  issue  is  scheduled  for  release 
July  30,  1965. 


